IN THE UNI TED STATE DI STRI CT COURT
FOR THE DI STRI CT OF DELAWARE

LI FESCAN | NC. ,
a California corporation,

Plaintiff,

v. . Givil Action No. 96-597-JJF
HOME DI AGNOSTI CS, | NC.
a Del aware corporation, and
M T DEVELOPMENT, CORP.

a Del aware corporation,

Def endant s.

Ri chard Kirk, Esquire of MORRIS, JAMES, HI TCHENS, & W LLI AMS
LLP, W I m ngton, Del aware.

Of Counsel : Dianne B. Elderkin, Joseph Lucci, Barbara Millin,
Lynn A. Malinoski, Esquire of WOODCOCK WASHBURN LLP

Phi | adel phi a, Pennsyl vani a.

Attorneys for the Plaintiff.

Arthur G Connolly, 11l and Christos T. Adanopoul os, Esquire
of CONNOLLY BOVE LODGE & HUTZ LLP, W m ngton, Del aware.

Of Counsel: Barbara C. McCurdy, Esquire of FINNNEGAN
HENDERSON, FARABOW GARRETT & DUNNER, Washi ngton, District of
Col unbi a.

Attorneys for the Defendants.

VEMORANDUM OPI1 NI ON

Cct ober 30, 2001
W | m ngton, Del aware



FARNAN, District Judge.

Presently before ne is Defendant’s Bill of Costs
application. (D.1.508). For the reasons discussed, |
conclude that neither party has prevailed, and therefore, each

party will bear its own costs.
BACKGROUND

In 1996, Lifescan, Inc. (“Lifescan”) filed suit agai nst
Home Di agnostics, Inc. and Mt Devel opnent, Corp.
(collectively “HDI”) alleging infringenment of its U S. Patent
No. 5,049,487 (“the ‘487 patent”). (D.1.1). 1In 1999, the
case was tried to a jury, and the jury returned a verdi ct
finding that HDI infringed Claim1 of the ‘487 patent under
t he doctrine of equivalents and that HDI had i nduced that
infringement. (D.1.409). Additionally, the jury found that
the clains of the ‘487 patent were valid, and ultimately

awar ded Lifescan $5, 860,940.00 in damages. ld.

Following the trial, HDI filed a Motion For A Partial New
Trial (D.1.441), a Renewed Mtion Under Federal Rule of Civil
Procedure 50 For Judgnent As A Matter OF Law on the issues of
infringement and invalidity (D.1.442), and submtted briefing
on the unenforceability of the '487 patent due to inequitable

conduct before the United States Patent and Trademark Office



(“USPTO’') (D.1.443). Lifescan filed its opposition to these
nmotions (D.1.454,455) and also filed a Motion For Pre- And
Post - Judgnent Interest (D.I.450) and a Motion For Pernanent
Injunctive Relief (D.1.451). | granted HDI's Mbtion For
Judgnent As A Matter OF Law on the issue of infringenent, but
denied the notion with respect to invalidity. (D.1.483,484).
| also denied HDI's Motion For A Partial New Trial and
Lifescan’s Motion For Pre- And Post- Judgnent Interest and
Moti on For Permanent Injunctive Relief. (D.I.483,484,498). |
addressed the issue of unenforceability as a post-trial bench
matter and held that Lifescan had not acted inequitably before

the USPTO (D. . 485, 486).

Li fescan appealed to the United States Court of Appeals
for the Federal Circuit, and HDI cross-appealed. On April 6,
2001, the Federal Circuit affirmed. (D.1.499,500). HDI then
submtted a Bill O Costs application(D.I.508) and Lifescan
filed objections (D.1.511,513). On October 2, 2001, the Clerk
of the Court denied HDI's Bill O Costs, thus requiring
judicial resolution of the prevailing party issue. (D.I.514).
Pursuant to an October 3, 2001 Order, the parties submtted

briefing on the prevailing party issue. (D.1.516-519).

DI SCUSSI ON



Rul e 54(d) (1) of the Federal Rules of Civil Procedure
provides, in relevant part, that “costs other than attorneys’
fees shall be allowed as of course to the prevailing party
unl ess the Court otherwise directs.” Simlarly, Delaware
Local Rule 54.1(a) provides that “[u]nl ess otherw se ordered
by the Court the prevailing party shall be entitled to costs.”
D.Del .LR 54.1(a). The determ nation of the prevailing party
is soundly within the discretion of a court and, furthernore,
“[n]o costs shall be allowed to either party if the Court is
unable to determne the prevailing party.” D.Del.LR 54.1(c)

see also City of Rone, Italy v. danton, 184 F. R D. 547

(E.D. Pa 1999) (hol di ng that when no party can be terned a

prevailing party each party should bear their own costs).

In the context of a patent |awsuit, the determ nation of
the prevailing party is controlled by the Federal Circuit’s

decision in Manildra MIling Corp. v. QOgilvie MIls, Inc., 76

F.3d 1178 (Fed.Cir. 1996). |In Manildra MIling the Federal

Circuit held that “a plaintiff prevails when “actual relief on
the nmerits of his claimmaterially alters the | egal

rel ati onship between the parties by nmodifying the defendant’s
behavior in a way that directly benefits the plaintiff.” 76

F.3d at 1182 quoting Farrar v. Hobby, 506 U.S. 103 (1992).

Courts that have applied the principles of Manildra



MIlling to determ ne which party has prevail ed have reached
different conclusions. Some courts have required each party
to bear its costs when the plaintiff was unsuccessful in
proving infringement and the defendant was unsuccessful in

proving invalidity, unenforceability, or m suse. See B.Braun

Medical, Inc. v. Abbott lLaboratories, 38 F.Supp.2d 393

(E.D. Pa. 1999).1

Previously, | have awarded a defendant costs where the
plaintiff was not successful in proving infringenment,
regardl ess of the judgnent on invalidity, unenforceability, or

m suse. See Rohn & Haas Co. v. Brotech Corp. Civil Action No.

90- 109-JJF ( Septenber 30, 1998) (awardi ng def endant costs where
the principal issue in the litigation was patent infringenent

and the defendant obtained a verdict in its favor).

In the instant case, HDI successfully defended its

product against Lifescan’s allegations of infringenent.

'See al so Conpro-Frink Co. v. Valk Mg. Co., 595 F. Supp.
302 (E.D.Pa. 1982)(denying the defendant costs where each
party gained sonmething by the litigation, plaintiff has a
judicial declaration of a valid patent and defendant may
continue to manufacture its accused product); Senior
Technologies, Inc. v. R F. Technologies, Inc., 190 F. R D. 642
(D. Neb. 2000) (denyi ng the defendant costs in |ight of a
j udgnment of non-infringenment that also found the patent to be
valid and that the defendant did not engage in inequitable
conduct because the judgnent did not materially alter the
| egal relationship between the parties by nodifying either
party’ s behavior to benefit the other party).




(D.1.483,484). Lifescan was successful on the validity and
enforceability allegations asserted by HDI. (D.I.483-486).

As a result, in ny view, each party achi eved sone success and
enhanced its position by virtue of this litigation.
Accordingly, | am persuaded that “there was no prevailing
party and no losing party. The litigation resulted in a tie,”
and therefore, | conclude that neither party has prevail ed
because the accused product was found not to infringe, and the

patent was found to be valid and enforceable. Conpro-Frink

Co., 595 F. Supp. at 304. Additionally, | conclude that the
| egal relationship between HDI and Lifescan has not been
materially altered, and the judgnment did not nodify either

party’s future behavior to benefit the other party.

CONCLUSI ON

For the reasons discussed, | conclude that neither party
is the prevailing party in this matter, and therefore, each
party will be required to bear its own costs. An appropriate

Order will be entered.



IN THE UNI TED STATE DI STRI CT COURT
FOR THE DI STRI CT OF DELAWARE

LI FESCAN | NC. ,
a California corporation,

Plaintiff,

V. : Civil Action No. 96-597-JJF

HOVE DI AGNOSTI CS, | NC.,
a Del aware corporation, and
M T DEVELOPMENT, CORP.
a Del aware corporation,

Def endant s.

ORDER

For the reasons discussed in the Menorandum Opi ni on
issued with this Oder, IT IS HEREBY ORDERED t his 30 day of

Cct ober 2001 that each party shall bear its own costs.

JOSEPH J. FARNAN, JR.
UNI TED STATES DI STRI CT JUDGE




